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§351.506

(d) Contingent liability interest-free
loans—(1) Treatment as loans. In the
case of an interest-free loan, for which
the repayment obligation is contingent
upon the company taking some future
action or achieving some goal in fulfill-
ment of the loan’s requirements, the
Secretary normally will treat any bal-
ance on the loan outstanding during a
yvear as an interest-free, short-term
loan in accordance with paragraphs (a),
(b), and (c)(1) of this section. However,
if the event upon which repayment of
the loan depends will occur at a point
in time more than one year after the
receipt of the contingent liability loan,
the Secretary will use a long-term in-
terest rate as the benchmark in accord-
ance with paragraphs (a), (b), and (c)(2)
of this section. In no event may the
present value (in the year of receipt of
the contingent liability loan) of the
amounts calculated under this para-
graph exceed the principal of the loan.

(2) Treatment as grants. If, at any
point in time, the Secretary deter-
mines that the event upon which re-
payment depends is not a viable con-
tingency, the Secretary will treat the
outstanding balance of the loan as a
grant received in the year in which this
condition manifests itself.

§351.506 Loan guarantees.

(a) Benefit—(1) In general. In the case
of a loan guarantee, a benefit exists to
the extent that the total amount a
firm pays for the loan with the govern-
ment-provided guarantee is less than
the total amount the firm would pay
for a comparable commercial loan that
the firm could actually obtain on the
market absent the government-pro-
vided guarantee, including any dif-
ference in guarantee fees. See section
771(5)(E)(iii) of the Act. The Secretary
will select a comparable commercial
loan in accordance with §351.505(a).

(2) Government acting as owner. In sit-
uations where a government, acting as
the owner of a firm, provides a loan
guarantee to that firm, the guarantee
does not confer a benefit if the respond-
ent provides evidence demonstrating
that it is normal commercial practice
in the country in question for share-
holders to provide guarantees to their
firms under similar circumstances and
on comparable terms.
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(b) Time of receipt of benefit. In the
case of a loan guarantee, the Secretary
normally will consider a benefit as
having been received in the year in
which the firm otherwise would have
had to make a payment on the com-
parable commercial loan.

(c) Allocation of benefit to a particular
time period. In allocating the benefit
from a government-provided loan guar-
antee to a particular time period, the
Secretary will use the methods set
forth in §351.505(c) regarding loans.

§351.507 Equity.

(a) Benefit—(1) In general. In the case
of a government-provided equity infu-
sion, a benefit exists to the extent that
the investment decision is inconsistent
with the usual investment practice of
private investors, including the prac-
tice regarding the provision of risk
capital, in the country in which the eq-
uity infusion is made. See section
771(5)(E)(1) of the Act.

(2) Private investor prices available—(i)
In general. Except as provided in para-
graph (a)(2)(iii) of this section, the Sec-
retary will consider an equity infusion
as being inconsistent with usual in-
vestment practice (see paragraph (a)(l)
of this section) if the price paid by the
government for newly issued shares is
greater than the price paid by private
investors for the same (or similar form
of) newly issued shares.

(ii) Timing of private investor prices. In
selecting a private investor price under
paragraph (a)(2)(i) of this section, the
Secretary will rely on sales of newly
issued shares made reasonably concur-
rently with the newly issued shares
purchased by the government.

(iii) Significant private sector participa-
tion required. The Secretary will not
use private investor prices under para-
graph (a)(2)(i) of this section if the Sec-
retary concludes that private investor
purchases of newly issued shares are
not significant.

(iv) Adjustments for ‘‘similar’ form of
equity. Where the Secretary uses pri-
vate investor prices for a form of
shares that is similar to the newly
issued shares purchased by the govern-
ment (see paragraph (a)(2)(i) of this sec-
tion), the Secretary, where appro-
priate, will adjust the prices to reflect
the differences in the forms of shares.
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